Abstract. This paper takes a novel approach to trying to disentangle the impact of globalization on wages by focusing on how the return to speaking English, the international language of commerce, changed as South Africa re-integrated with the global economy after 1993. The paper finds that the return to speaking English increased overall and that within racial groups the return increased primarily for Whites but not for Blacks.
Introduction.
The literature on globalization and wages is, by the standards of economics, huge. It is a literature that compensates for its volume by offering precious little in the way of convincing results. This is not (usually) the fault of the researchers. Rather, it is just very difficult to identify the role of international trade and/or investment on wages relative to the multitude of other factors that influence wages (and which frequently occur simultaneously with globalization.) This has led researchers to debate, for example, whether trade explains a growing wage gap between high wage and low wage earners or whether the real determinant of increasing wage disparity is coincident skillbiased technical change. Yet others (correctly) claim that even this dichotomy is a false one since international trade and investment and skill-biased technical change are themselves co-determined.
With this cacophony as background, this paper steps back and experiments with a very different approach to investigating the impact of globalization on wages. Noting the special circumstances around South Africa's emergence from the Apartheid era (and the relatively closed economy that accompanied the Apartheid era), this paper asks whether the return to speaking English (measured in a narrow way) increased as the South African economy embarked upon its integration with the rest of the industrialized world.
There is a certain logic to trying to measure the impact of globalization on wages in this manner.
Following the advent of democracy in South Africa in 1994, there were several huge changes in the economy, many of which might be expected to change wages. One, but only one, of these changes was South Africa's re-integration with the global economy. Others included legislated changes in the labor market (with an emphasis on affirmative action) and the outbreak of the HIV/AIDS pandemic. Decomposing the changes in South African wages into those fractions due to increased disease, the dismantling of Apartheid and ensuing affirmative action, changes in technology during the 1990's, and increased integration into the global economy is a Herculean (or outright impossible)
I would like to thank without implicating Raquel Fernandez, Ann Harrison, Mark Rosenzweig, and Duncan Thomas as well as participants at the NBER's conference on globalization and poverty. Thanks to Nzinga Broussard for research assistance. 1 task. Measuring changes in the return to speaking English is a simple task and I argue below that it is one that at least stands a chance of shedding light on the impact of globalization on wages in South Africa.
The underlying idea is that as South Africa re-integrated with the rest of the world, the return to speaking an international language of commerce might plausibly increase. In South Africa, English is that language. (The other widely spoken languages such as Zulu and Afrikaans are not used much in international commerce.) It is less obvious why some of the other changes concurrent with the fall of Apartheid should change the return to speaking English. It is, for example, unclear why AIDS should have much of an impact on the returns to speaking English (although it almost surely impacts wages.)
1 Nor is it clear why the sort of skill-biased technological change that occurred world-wide in the 1990s ought to impact returns to speaking English. Skill-biased technical change probably changes the returns to different levels of education but, conditional on education, it is hard to see why this sort of technical change would elevate the returns to speaking English. It is easier to suspect that affirmative action might impact the return to speaking English. This is a confounding influence that is explicitly discussed when presenting econometric specification and when interpreting results.
When substantial parts of the world did not openly trade with or invest in South Africa, there was still a return to speaking English. South Africa, after all, was not Albania. There remained some international trade, the mining industry produced traded goods, and there was some, albeit minimal, international investment in South Africa. Each of these might support a return to speaking English. Furthermore, speaking English was probably coincident with other factors that impacted wages given South Africa's history (see The Boer War.) For these reasons, this paper focuses whether that return to speaking English changed. Of course, if there is no return to speaking English in the first place, searching for changes in that return is not especially informative.
This approach to investigating the impact of globalization on wages is intended as a complement to the way economists usually address this question. My aims are pretty modest. This approach will not offer the definitive word on the impact of globalization on wages in post-Apartheid South Africa. Put another way, hard to imagine evidence on language as being dispositive. Nonetheless, when the cultural situation is appropriate, this approach might usefully add to the trade and wages debate (a.k.a. "cacophony."). Furthermore, this approach uses the sort of survey data that has for the most part been ignored in the trade and wages literature. This paper is not the first to examine economic implications of speaking English. One paper even does so in the context of considering globalization. Munshi and Rosenzweig (2003) use Indian data to show that lower caste families are increasingly sending their female children to English schools and this has encouraging implications for occupational outcomes. Most of the literature on the returns to speaking English uses U.S. data and focuses on the role of language on immigrant earnings. See, for example, Bleakley (2003) , Bleakley and Chin (2004) , and the literature cited therein. A paper in this vein using U.K. data is Shields and Price (2002) .
The paper proceeds in Section 2 by first describing some of the changes in openness in South
Africa since the fall of Apartheid. Section 3 introduces the data that are used and provides some descriptive statistics. Section 4 estimates changes in the return to speaking English, while Section 5 concludes.
Background
In 1993, the first year of my data, South Africa was preparing for its first nationally representative election in decades. It was clear to all that a new government would be taking power in 1994. There was, though, considerable uncertainty regarding just what economic policies would be pursued by President Nelson Mandela. There were competing pressures to assure the international financial community of continued stability on the one hand, and to dramatically improve the lot of those who had for decades been excluded under the policies of the previous governments (and who were principally responsible for electing the new government) on the other hand.
South Africa quickly implemented a policy of macroeconomic stabilization to reassure the international financial community. Called GEAR for Growth, Employment, and Redistribution, the policy seemed to contribute to stabilization of key macro indicators such as inflation, real interest rates, and the budget deficit. It is less obvious that the policy enhanced growth, employment, and redistribution, but this of course depends on the counter-factual. Each component of the GEAR moniker might have been that much worse in the absence of the policy.
Encouraged by the sober fiscal policies of GEAR, companies from around the world that had hesitated before investing substantially in South Africa began to get off the sidelines. Foreign direct investment skyrocketed. Table 1 presents data for foreign direct investment in millions of Rand.
The data in Table 1 show that annual FDI inflows went from only 33 million Rand to over 
Data
This study uses data drawn from three South African household surveys-one from 1993 and two from 2000. The 1993 data are from the LSMS household survey conducted by The World Bank.
This survey included about 44,000 individuals comprising just over 8800 households.
2 The version of the data often used by researchers contains about 300 variables. 3 Information on language and income are key variables for the study at hand. The data on language are not ideal due to the way that the survey instrument was worded. In particular, language is a household-level variable and the head of the household was asked to identify the "main language spoken at home."The fact that language is a household-level variable is not of particular concern, since the language spoken at home typically does not vary within the household. The fact that there is no information on whether a person could speak English instead of whether it is the main language spoken at home is a cause for concern and the results presented below must be considered in light of this. One would of course like to know whether one could speak English and how well, not whether it was spoken at home. This is an example of one-sided measurement error. Some of those who are reported as not speaking English (as measured by the language spoken at home) in fact can speak English quite fluently. On the other hand, few or none of those who stated that English was their first language were in fact unable to speak English. This is because the answer to the language question was asked at the outset and determined the language in which the survey was administered. For example, if someone who spoke only Zulu stated that English was their language, that individual would have to then complete a multi-hour survey in English. It would not be hard to detect the mis-statement of language in this instance.
The 1993 data on income are pretty good. The measure I use in this paper is an individual's total monthly income and is a constructed variable comprised mostly of wage income. It is common in developing countries to highlight the importance of accounting for self-production of food to properly compute income, but this is not an issue in South Africa. Own production is negligible. for Whites. Third, English is essentially co-linear with Indian so that it will not be possible to separately identify the impact of English from the impact of being Indian on wages.
Whereas Table 3 indicated the racial composition of English speakers, Table 4 illustrates in which sectors of the economy these English speakers work. Tabulating only individuals between the ages of 20 and 60, Table 4 Table 4 suggests that the supply did not increase. I turn next to examining whether the return to speaking English increased.
The Return to Speaking English
The question at hand is whether the return to speaking English (as imperfectly measured) increased as South Africa opened up to the international economy from 1993 to 2000. The return to speaking English is not directly observable and so needs to be inferred from econometric evidence. The approach adopted here is to estimate Mincer-like wage regressions and include as an explanatory variable whether the wage-earner listed English as his or her primary language. While simple in principle, several issues arise in practice.
First, it is necessary even in the cross-section to include as explanatory variables key determinants of wages. 6 Omission of an explanatory variable that itself might be correlated with speaking 5 I use the term "Blacks" since this seems to be preferred by most South Africans to the term "Africans" that is used in the survey instrument. For data purposes, the two terms are interchangeable.
6 A difference in differences approach is ill-advised because of concurrent changes in many other variables impacting 6 English will bias the estimate on the return to speaking English. Second, the many changes in South Africa from 1993 to 2000 probably impacted many of the determinants of wages. It is widely believed, for example, that the return to education and the wage differentials apparently due to race changed over this period. Holding them constant and only allowing the return to English to change will yield biased estimates of the true change in the return to speaking English. (On the other hand, such an approach pretty much guarantees finding a pretty big change in the return to speaking English.) Third, the fact that about 40 percent of English speakers are Indian and there is virtually no language variation within this population group poses a challenge. The most flexible approach to estimating the returns to speaking English examines the change in that return within population group yet this approach is going to be non-informative for Indians.
The simplest specification regresses log individual income (y i ) on indicator variables for each value of j years of education (ED), experience (EX) , experience squared, an indicator variable for whether the worker is male (M ), indicator variables for population group ( CO-Coloured, INIndian, and W H-White, with Blacks as the excluded group), and an indicator for whether English is the language spoken at home (EN G). Experience is defined as age minus 20. Hence,
Equation (1) Table 5 .
The results from 1993 are discussed first to fix ideas. The first 12 rows show the usual returns to education. For example, someone with 12 years of education, all else equal, earns about 168 percent more than those with one year or less of education conditional on the other co-variates. The wage wages. That is, while one could measure the difference in wages between those who list English as their first language and those who do not, and one could then examine the difference over time in this difference, the result would be hard to interpret. This is because many other variables changed over this period and some of those changes are not orthogonal to an observed return to speaking English.
premium for being a member of a race other than Black ranges from 32 percent for Coloured to 98 percent for White. Males earn 46 percent more than similar females. The coefficient of interest for this study, though, is that on "English." Conditional on education, experience, gender, and race, people who list English as their primary language earn about 18 percent more than those who list another language. This differential is quite precisely estimated.
Equation (1) is estimated using the 2000 data and the results are in column two of Table 5 .
While there are several interesting comparisons between 1993 and 2000 to be made (the changing pattern of the return to education for instance), the focus here is on the impact of speaking English. The specification reported in Table 5 imposes that the returns to education, experience, and gender are identical across racial groups. A convincing body of research suggests this is too strong an assumption. I proceed by looking for the English premium within each of the racial groups.
Doing so allows the returns on all the other observables to vary by racial group. This flexibility is clearly a good thing for it lets the data speak more "freely." The flexibility, though, will carry a price. Thirty to forty percent of the sample that listed English as the language spoken at home are Indian, and virtually all Indians list English as the primary language. There is, then, no within group language variation for Indians. Hence, it is not feasible to estimate a return to speaking English for Indians since that return is not identifiably different than the return to simply being Indian.
7 Table 6 reports results from the within-group regressions for Blacks, Coloureds, and Whites.
In the interest of parsimony, only the coefficient on speaking English is reported. 8 This approach is pretty flexible. It allows the returns on all observables to vary both over time and across racial groups.
As is usually the case with a more flexible specification, the messages are more mixed than those reported in Table 5 . The first row of Table 6 reports the English premium from Table 5 The general pattern reported in Table 6 is robust to many alternative specifications. For example, the inclusion of indicator variables for the province in which a household lives, using a single variable for years of education instead of the more flexible set of indicator variables, the exclusion of the variable for male, using age 25 as a lower age bound, using 65 as an upper age bound, and interacting the return to English with education all yield basically the same message when it comes to the English premium. Namely, that premium became much larger for Whites, fell slightly for Coloureds and for Blacks. 9 These results, though, exclude a large number of those with positive income for whom English is the first language-Indians.
Concluding Remarks
Did globalization really cause the return to English to increase in South Africa? The evidence in this paper is, in some cases, corroborating, but hardly conclusive. The strongest and most robust result is the the return to speaking English increased for Whites over the period during which South
Africa re-integrated with the world economy. This result strong because it results from the flexible within-group estimates, and it is robust because it arises in all the investigated specifications. When
Indians are included and a (necessarily) less flexible estimation strategy is adopted, I again find that the return to English increased and that the increase is precisely estimated. These are the results 9 For some specification, the premium rises slightly for Blacks.
in Table 5 . If one thinks of these results as indicating an "average" effect of speaking English, that effect is positive. There is less evidence, though, that the return to speaking English increased among Blacks and Coloureds.
One explanation for the lack of an increase in the return to speaking English among Blacks is the following. In 1993, there were few Blacks that spoke English and they earned a premium for their language skills. With the advent of affirmative action, the premium for speaking English fell as more Blacks were promoted into higher paying jobs. In this case, it was no longer just the few English speaking Blacks earning the relatively higher wages. This scenario illustrates one of the difficulties of disentangling the impact of globalization (which might actually increase the return to speaking English) with the impact of affirmative action for Blacks (which was concurrent with globalization and which might actually decrease the "extra" return to speaking English.)
There was no affirmative action for Whites and among this group, the return to speaking English clearly rose. Put another way the penalty for speaking Afrikaans rose for Whites. This is consistent with capturing an impact of globalization. Afrikaans, unlike English, is much less useful in international commerce. Those Whites whose first language was English benefited conditional on education, gender, and experience. This is, as noted above, corroborating but not conclusive evidence.
The finding that the return to speaking English did not increase for Coloureds muddles the waters. Coloureds did not benefit from affirmative action as did Blacks under the new government.
Still, the return to speaking English did not rise and in fact fell. If globalization is what moves the return to speaking English, one should have found an increase to speaking English among Coloureds and this was not the case.
The evidence in the end is mixed. On the whole, the return to speaking English increased but within racial groups, the pattern is not consistent. 10 The approach adopted in this paper is perhaps a novel way to revisit the wages and globalization issue. It is an approach that is especially well-suited to developing countries, many of which have a rich variety of languages spoken, as they integrate with the global economy. In other contexts (India, for example), or with better data (industry of employment data, for example), the approach adopted here may prove more conclusive.
Or not. Even if language is an accurate way to isolate an impact of globalization on wages, it may simply be that globalization has differing impacts on differing segments of a population. This appears to be the case in South Africa. Notes: Cell entries give the share of employment in a given industry that lists English as the first language. 1993 and 2000 data sets had different industry categories and the above categories reflect a concordance to the 2000 industry definitions. In particular, 1993 categories wholesale and retail trade and restaurant and hotel were combined. Also, 1993 categories education, medical, and legal were combined to form "community services." Industry names are from the Stats SA Labour Force Survey 2000 report, page vii. 
